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Executive  Office  of  Human  Services 
Office  of  Auditing  and  Accounts 
Pre-Audit  Survey  and  Management  Review 


The  following  pre-audit  survey  and  management  review  package  has 
been  designed  to  assist  the  auditor  in  compiling  a  preliminary 
review  of  the  vendor  agency,  its  recordkeeping  systems  and  its 
operating  practices.  All  applicable  sections  of  the  survey 
should  be  completed  by  the  auditor  and  a  workpaper  file  compiled 
to  substantiate  all  audit  work  done  and  related  findings. 

At  the  conclusion  of  the  survey,  a  pre-audit  management  letter 
should  be  drafted  to  the  Executive  Office  of  Human  Services 
summarizing  the  findings  of  the  survey.  This  management  letter 
should  include: 


1.   A  copy  of   the   vendor's  audited   financial 
audit  statements  are  not  available,  a  copy 
Form  990  and/or  Rate  Setting  Cost  Report). 


statements.   (If 
of   the   vendor's 


2.   A  copy  of  this  completed  pre-audit 
review  package. 


survey   and  management 


3.   Description  of  program  prototypes. 


4.   An  outline  of  the  major  findings  of  the  survey. 


5.  An  analysis  of  the  impact  that  these  findings  would  have  on 
the  calculation  of  rates  of  reimbursement  established  by 
funding  sources  and/or  the  Rate  Setting  Commission. 


6.  A  recommendation  by  the  auditor  as  to  whether  further  audit 
work  is  needed,  the  extent  of  such  work  and  an  estimated 
budget  for  completion. 


No  part   of  this  manual  may  be  reproduced  without  the  permission 
of  the  Secretary  or  his  designee. 
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III.   PRELIMINARY  EXIT  CONFERENCE 


Executive  Office  of  Human  Services 

Office  of  Auditing  and  Accounts 

Pre-Audit  Survey  and  Management  Review 


I.   ENTRANCE  CONFERENCE 

1.   Meeting 

Meet  with  the  agency's  administrative  and  financial 
directors  to  discuss  the  purpose  and  scope  of  the  audit 
and  to  obtain  an  overview  of  the  organization,  its 
contracts,  the  various  sources  of  funding  and  its 
programs. 

Fill  out  an  Organizational  Data  Sheet  and  an  Internal 
Control  Questionnaire. 
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ORGANIZATIONAL  DATA  SHEET 


EOHS/OAA 


1. 

2. 


Vendor's  Name: 


Vendor's  Address 


3.   Contracts: 


Amount 

of     Funding   Type  of*   Period  Of 
Contract   Source   Contract   Contract 


Rate  Setting 
Regulation 

Contract 
Falls  Under 


4. 
5. 
6. 


*   Cost  reimbursement  or  unit  service. 


Date  of  Vendor's  Fiscal  Year  End: 


Name  of  Vendor's  Auditing  Firm: 


Does  the  agency  have  an  annual  audit  performed? 

Yes 


No 


8 


Scope  of  the  audit: 
Type  of  opinion: 


If  a  Department  of  Social  Services 
provider,  does  the  opinion  meet  DSS 
requirements  as  contained  in  Guide- 
lines for  Financial  and  Compliance 
Audits  of  Agencies  Contracting  with 
DSS? 

Was  the  audit  performed  in  conformity 
with  recommendations  contained  in  the 
AICPA  Audit  Guide,  Audits  of  Voluntary 
Health  and  Welfare  Organizations? 


Yes 


No 


Yes 


No 
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ORGANIZATIONAL  DATA  SHEET  (Continued) 


EOHS/OAA 


9.   Has  the  agency  been  audited  by  its  funding 
sources  in  the  last  two  years? 

By  whom:  _^ 


Yes 


Scope  of  the  audit: 
Type  of  opinion: 


No 


10.  Size  of  Vendor's  Internal  Audit  Staff,  if  any: 

11.  Location  of  Accounting  Records: 
Address : 


12. 
13. 
14. 
15. 
16. 


17. 


Official  in  Charge  of  Accounting  Records: 
Telephone  Number:  


Type  of  Organization: 


Other  Sources  of  Funding  (other  than  state  contracts): 
Principal  Officials: 


Name 


Title 


a. 
b. 
c. 
d. 
e. 


Percent  of  Time 
Spent  on  Contracts 


If   the   vendor   is   incorporated,  review   the  bylaws  and   corporation 
minutes  to  determine: 

a.  The  extent  of  authority  of  each  corporation  official; 

b.  If   the   corporation  charter  permitted  the  officials  to  enter  into 
the  contract  being  audited;  and 

c.  The   extent   and  manner  in  which  corporate  decisions  might  affect 
the  operations  of  the  contract  being  audited; 

d.  Listing  of  Board  of  Directors. 
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ORGANIZATIONAL  DATA  SHEET  (Continued) 


EOHS/OAA 


18.  Does  the  vendor  have  a  system  for  evaluating  program  accomplishments 
to  determine  whether  or  not  the  project  is  meeting  the  contract 
objectives? 

Yes  No  

If  so,  obtain  copies  of  evaluations  and/or  explain  their  system. 

19.  List  the  books  of  account  maintained  by  the  vendor: 

a.   

b. 


c. 
d. 
e. 


20.   The  accounting  records  are: 

Manual    (     )       Computerized   (     ) 
Other: 


Combination    (     ) 


21.   Does  the  format  of  the  vendor's  accounting  records  facilitate  the 
compilation  of  their  Rate  Setting  Report? 

Yes  No 


22.   Which  Rate  Setting  Report(s)  does  the  vendor  file? 


23.   Is  their  Rate  Setting  Report  inclusive   of  all  agency  activities? 

Yes  No 


24.   Who  prepares  the  agency's  Rate  Setting  Report? 


25.   What  is  the  payroll  period  and  payday? 
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ORGANIZATIONAL  DATA  SHEET  (Continued) 


EOHS/OAA 


26.   What  is  the  time  lag  between  the  end  of  the  payroll  period  and  payday? 


27. 
28. 

29. 
30. 
31. 


How  many  hours  in  an  official  workday? 


workweek? 


Is  the  overtime  considered  to  be  those  hours  worked  in  excess  of   the 
official  workday?  workweek?  

At  what  rate  is  overtime  paid?  _____^_^ 

Is  vacation  pay  accrued? 


Yes 


No 


Is  vacation  pay  stated  as  a  liability  in  the  financial  statements? 

Yes  No 
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Internal  Control  Questionnaire 


EOHS/OAA 


Vendor 


Accountant 


Period  Ended 


Date 


Vendor's   personnel 
questionnaire: 


consulted   in   connection  with  the  preparation  of  this 


Name 


Title 


Date 
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INTERNAL  CONTROL  QUESTIONNAIRE 
INSTRUCTIONS 


EOHS/OAA 


1.  This  questionnaire  has  been  designed  as  an  aid  in  evaluating  the 
adequacy  of  the  vendor's  internal  control.  The  results  obtained 
determine  the  nature  and  extent  of  auditing  procedures  and  tests  to  be 
conducted  during  the  examination. 

2.  THE  QUESTIONNAIRE  IS  USED  FOR  ALL  AUDIT  ENGAGEMENTS. 

3.  The  questionnaire   is   divided   into  sections.   Each   section  contains 
a  listing  of  ideal  internal  control  conditions   with   respect   to   that 
section.   In  evaluating  the  adequacy  of  the  internal  control,  these  are 
to  be  considered  along  with  the  answers  to  the  questions. 

4.  The  questions  have  been  designed  so  that  an  affirmative  answer  implies 
a   satisfactory  condition.   A  negative  answer  indicates  a  weakness  with 
respect  to  that  particular  item. 

5.  ALL  QUESTIONS  MUST  BE  ANSWERED.  Indicate  the  answer  by  placing  an  "X" 
mark  in  the  appropriate  column.  If  a  question  is  not  applicable  to  the 
particular  engagement,  insert  the  letters  N/A  in  the  Yes  Column.  If 
remarks  are  necessary  and  there  is  not  room  for  them  after  the 
question,  insert  a  cross  reference,  to  the  right  of  the  question  and 
write  the  remarks  on  a  similarly  cross  referenced  page.  Be  sure  that 
the  answers  INDICATE  HOW  THINGS  ARE  DONE,  NOT  HOW  THEY  ARE  SUPPOSED  TO 
BE  DONE.  It  is  likely  that  there  will  be  instances  where  standing 
instructions  are  not  being  followed.  State  your  conclusions  after 
serious  and  careful  study  of  all  factors. 

6.  All  answers  to  questions  must  be  verified  during  the  examination.  This 
may  be  done  either  through  observations  or  tests.  The  accountant 
places  his  initials  in  the  "verified  by"  column  and  inserts  the  date  on 
which  the  answer  was  verified. 
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INTERNAL  CONTROL  QUESTIONNAIRE 
SECTION  1  -  GENERAL 


EOHS/OAA 


1.   Is  the  general  accounting  completely- 
separated  from: 

a.  Cash  receipts  and  disbursements? 

b.  Purchasing? 


Yes 


Verified 
No      By     Date 


2.   Are  employees  who  handle  cash  and 
securities  bonded? 


3.   Are  all  employees  in  item  number  two 
required  to  take  annual  vacations? 


4.   Are  their  duties  assigned  to  others 
during  their  vacation  period? 


5.   Are  journal  entries  approved  by  a 
person  other  than  the  one  preparing 
the  entries? 


6.   Are  cash  transactions  adequately 
documented? 

a.  Is  it  definitely  required  that  all 
serially  numbered  records  used, 
spoiled,  and  unused  be  accounted  for? 

b.  Is  action  taken  in  connection  with 
missing  ones? 

c.  Are  missing  ones  reported  and  record 
made  of  them? 


7.   Are  periodic  financial  statements  prepared 
for  management? 
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INTERNAL  CONTROL  QUESTIONNAIRE 
SECTION  1  -  GENERAL  (Continued) 


EOHS/OAA 


Name 


Verified 

By     Date 


8.   List  names  of  officials  or  employees 
exercising  the  following  functions: 

a.  Business  manager 

b.  General  ledger  bookkeeper 

c.  Accounts  receivable  bookkeeper 

d.  Accounts  payable  bookkeeper 

e.  Cashier  (receiving  payments) 

f.  Opening  mail 

g.  Listing  mail  receipts 
h.  Preparing  deposits 

i.  Verifying  daily  receipts 

j.  Entering  daily  receipts 

k.  Reconciling  bank  accounts 


9.   List  names  and  titles  of  all  persons  authorized  to  sign  checks: 

Name  Title 


Is  consistency  of  account  classification  provided  for   by 
of  a  Chart  of  Accounts  (or  its  equivalent)? 


Yes 


No 


Verified  by 


Date 


the  use 
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INTERNAL  CONTROL  QUESTIONNAIRE 
SECTION  2  -  CASH  RECEIPTS 


EOHS/OAA 


IDEAL  CONDITIONS: 


1. 

2. 

3. 

4. 

5. 
6. 


1. 
2. 


3. 


4. 


5. 


Mechanical   or   other   visible   devices   are   used,  such   as   cash 
registers,  sales  invoices,  etc. 

Cash   receiving   activities   are   centralized   in   as  few  hands  as 
possible. 

The  receipt  of  cash  is  provable  by  other  records. 

Persons   receiving   cash  have  no   access   to  accounting  records. 
Incoming  receipts  are  controlled  by  persons  other   than   those   having 
access  to  cash  or  the  accounting  records. 

The  client's  bank  has  been  instructed  not  to  cash   checks   payable 
to  the  company. 


All  cash  receipts  are  deposited  intact. 


Yes 


No 


Verified 

By     Date 


Is  the  receipt  of  currency,  as  opposed 
to  checks  and  drafts,  insignificant? 

Are  cash  receipts  provable  by  cash 
register  tapes,  counter  sales  slips, 
collector's  receipts,  etc.? 

Are  these  proofs  checked  by  an  employee 
independent  of  the  one  receiving  cash, 
preparing  deposits,  or  reconciling  cash? 

Is  mail  opened  by  a  person  having  no 
access  to  cash? 

a.   Are  mail  receipts  listed  by  a  person 
having  no  access  to  cash  receipts 
records? 

Is  the  listing  of  mail  receipts  subsequently 
compared  with  the  cash  receipts  records  by  a 
person  having  no  access  to  cash? 
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INTERNAL  CONTROL  QUESTIONNAIRE 
CASH  RECEIPTS  (Continued) 


EOHS/OAA 


Yes 


Verified 
No      By 


Date 


6.  Are  each  day's  receipts  deposited  intact 
promptly? 

a.   Does  the  company  forbid  the  cashing 
of  checks  from  daily  receipts? 

7.  Does  someone  other  than  the  person 
recording  cash  receipts  prepare  the 
deposits? 

8.  Are  the  duties  of  this  person  such 
that  he  or  she  has  no  access  to  the 
customer's  ledgers  and  monthly 
statements? 

9.  Is  an  authenticated  duplicate  deposit 
slip  received  by  someone  other  than 
the  persons  receiving  cash,  making  the 
deposits  and  recording  cash  receipts? 

0.  Does  this  person  compare  such 
authenticated  duplicate  deposit 
slip  with: 

a.  Record  of  incoming  remittances? 

b.  The  cash  book  entries? 

1.  Are  specific  persons  responsible 
for  receipts  from  the  time  cash  is 
received  until  it  is  deposited? 

2.  Is  it  difficult  for  any  person 
handling  cash  to  obtain  access  to 
the  customers'  ledgers  and  monthly 
statements? 

Are  postdated  checks,  NSF  checks, 
etc.  adequately  controlled? 

Has  the  vendor's  bank  been 
instructed  not  to  cash  checks 
payable  to  the  company? 


INTERNAL  CONTROL  QUESTIONNAIRE 
CASH  RECEIPTS  (Continued) 


EOHS/OAA 


Yes 


No 


Verified 

By 


Date 


15.   Does  someone  other  than  the 

bookkeeper  have  full  charge  of 
enforcing  collections? 


Do  non-cash  credits  to  accounts 
receivable  for  allowances,  returns 
and  discounts  originate  outside  the 
bookkeeping  and  cashier's  departments? 


Are  clients'  social  security  checks 
and/or  other  client  funds  received 
through  the  organization  as  opposed  to 
being  received  directly  by  the  client? 

Are  clients'  funds  maintained: 

In  a  separate  corporate  account? 

In  individual  client  checking/savings 
accounts? 

Is  an  adequate  system  in  place  for 
recording  and  monitoring  all  transactions 
relating  to  client  funds? 

Where  are  client  funds  physically 
located? 


Comment  on  alternate  control  procedures  used  by  the  client  or  special 
circumstances  pertaining  to  the  foregoing  questions,  which  may 
mitigate  an  apparent  lack  of  internal  control.  Comment  on  specific 
shortcomings. 
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INTERNAL  CONTROL  QUESTIONNAIRE 
SECTION  3  -  CASH  DISBURSEMENTS 


EOHS/OAA 


IDEAL  CONDITIONS: 

1.  All  disbursements  (other  than  petty  cash)  are  made  by  check. 

2.  All  checks  are  "protectographed" . 

3.  All  large  checks  are  countersigned. 

4.  No  checks  are  made  payable  to  cash. 

5.  All  checks  are  pre-numbered. 

6.  No  counter  checks  are  permitted. 

7.  All    disbursements    are    properly   substantiated.   Supporting 
documents  include  evidence  of  receipt  and  approval. 

8.  All  such  supporting  documents  are  cancelled  in  such  a  manner  as  to 
preclude  their  use  a  second  time. 

9.  Monthly   bank   reconciliations   are  made  by  someone  other  than  the 
person  writing  the  checks  or  recording  disbursements. 

10.   Petty  cash  funds  are  maintained  on  an  imprest  basis  with  the   same 
standard  of  documentary  evidence  as  for  other  disbursements. 


Verified 
Yes    No     By     Date 


1.   Are  checks  pre-numbered? 


2.   Are  blank  checks  adequately  controlled? 


3.   Are  voided  checks  kept  and  filed? 


4.  Is  the  person  who  prepares  checks 
independent  of  the  purchasing  and 
receiving  functions? 


5.   Is  a  check  protector  used? 


6.   Are  all  payments  (other  than  from 
petty  cash)  made  by  check? 
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INTERNAL  CONTROL  QUESTIONNAIRE 
SECTION  3  -  CASH  DISBURSEMENTS  (Continued) 


EOHS/OAA 


Yes 


No 


Verified 

By     Date 


7.  Are  authorized  signatures  limited  to 
employees  having  no  access  to: 

a.  Accounting  records? 

b.  Cash  receipts? 

c.  Petty  cash  funds? 

8.  Are  checks  countersigned? 

9.  Is  the  signing  or  countersigning 
of  checks  in  advance  prohibited? 

10.  Is  the  practice  of  drawing  checks 
to  cash  prohibited? 

11.  Are  monthly  bank  reconciliations  made 
by  an  employee  other  than  one  having 
access  to  cash,  signing  checks  or 
recording  cash  transactions? 

12.  Does  that  employee  (No.  11)  receive 
the  bank  statements  unopened? 

13.  Does  that  employee  (No.  11)  examine 
paid  checks  for  dates,  payees, 
cancellations  and  endorsements,  and 
account  for  numerical  sequence? 

14.  Do  supporting  documents  accompany 
checks  submitted  for  signature? 

15.  Do  supporting  documents  include 
evidence  of  receipt  and  approval? 

16.  Are  supporting  documents  effectively 
cancelled  to  prevent  subsequent  misuse? 

17.  Is  the  imprest  system  of  petty  cash 
in  use? 

a.   Does  only  one  person  have  access 
to  the  fund? 
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INTERNAL  CONTROL  QUESTIONNAIRE 
SECTION  3  -  CASH  DISBURSEMENTS  (Continued) 


EOHS/OAA 


Yes 


Verified 
No      By     Date 


18.   Is  the  average  amount  of  petty  cash  on 
hand: 

$   0  -  $100 

$100  -  $200 

$200  -  $300 

$300  -  Over 


19. 


Are  petty  cash  disbursements  approved 
by  a  responsible  official? 


20. 


Are  petty  cash  disbursements  adequately 
supported? 


21.  Comment  on  alternate  control  procedures  used  by  the  client  or  special 
circumstances  pertaining  to  the  foregoing  questions,  which  may 
mitigate  an  apparent  lack  of  internal  control.  Comment  on  specific 
shortcomings. 
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INTERNAL  CONTROL  QUESTIONNAIRE 
SECTION  4  -  ACCOUNTS  RECEIVABLE 


EOHS/OAA 


IDEAL  CONDITIONS: 


1. 

2. 

3. 
4. 

5. 

6. 

7. 


1. 

2. 
3. 


Each   entry   to   the   accounts   receivable   ledger   is   supported   by 
documentary  evidence. 

All  non-cash  credits,  such  as   credit   memos,   allowances,  bad   debts, 
etc.,  are  properly  authorized. 

Subsidiary  ledgers  are  balanced  regularly. 

Postings   are  made  by  persons  other  than  those  having  access  to  incom- 
ing receipts. 

Statements  are  mailed  monthly  by  someone  other  than  the  bookkeeper  or 
cashier. 

All  shipments  are  accounted  for  by  pre-numbered  shipping  documents  or 
delivery  receipts. 


All  charge  and  cash  sales  slips  are  pre-numbered. 

Yes 

Are  customers'  ledgers  balanced 

regularly  with  the  general  ledger 

controlling  account?  


Are  monthly  invoices  sent 
to  all  funding  agencies? 

Are  statements  independently  checked  to 
the  accounts  and  controlled  and  mailed 
by  someone  other  than  the  accounts 
receivable  bookkeeper? 


4.  Are  the  accounts  aged  periodically? 

5.  Are  delinquent  accounts  reviewed  by 
a  responsible  official? 

6.  Are  disputed  items  handled  by  someone 
other  than  the  accounts  receivable 
bookkeeper? 

7.  Are  write-offs  of  bad  debts  authorized 
by  a  responsible  official? 

8.  Are  credit  memoranda  approved  by  proper 
authority? 


No 


Verified 

By     Date 
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INTERNAL  CONTROL  QUESTIONNAIRE 
SECTION  4  -  ACCOUNTS  RECEIVABLE  (Continued) 


EOHS/OAA 


Verified 
Yes    No     By 


Date 


9.   Are  credit  memoranda  under  numerical 
control? 


10.   Are  the  duties  of  the  accounts 

receivable  bookkeeper  completely- 
separate  from  any  cash  functions? 


11.   Is  adequate  control  exercised  over 

bad  accounts  previously  written  off? 


12.  Comment  on  alternate  control  procedures  used  by  the  client  or  special 
circumstances  pertaining  to  the  foregoing  questions,  which  may 
mitigate  an  apparent  lack  of  internal  control.  Comment  on  specific 
shortcomings. 
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INTERNAL  CONTROL  QUESTIONNAIRE 
SECTION  5  -  NOTES  RECEIVABLE  AND  INVESTMENTS 


EOHS/OAA 


IDEAL  CONDITIONS: 


1. 

2. 

3. 

4. 
5. 
6. 


1. 

2. 

3. 
4. 
5. 

6. 

7. 

8. 


Notes   and   other   investments   on  hand  are  checked  regularly  with  the 
controlling  account. 

This   checking  is  done  by  someone  other  than  the  person  receiving  cash 
or  recording  the  transaction. 

The   custodian   of   securities   is   someone  other  than  a  person  having 
access  to  cash  or  recording  transactions. 

Partial  payments  are  endorsed  on  back  of  notes. 

Note  renewals  are  properly  authorized. 

Discounted  notes   are   credited   to   a   note  receivable  -  discounted 
account. 


Are  notes  and  renewals  authorized 
by  a  responsible  official? 

Is  the  custodian  of  notes  independent 
of  persons  receiving  cash  or  recording 
transactions? 

Is  collateral,  if  any,  adequately 
controlled? 

Are  partial  payments  endorsed  on  the 
back  of  notes? 

Is  an  account  maintained  for  notes 
receivable  discounted? 

Are  securities  kept  under  lock  and  key? 

Are  securities  kept  in  a  safety  deposit 
box? 

Is  it  necessary  for  more  than  one  person 
to  be  present  to  open  the  safety  deposit 
box,  and  are  such  persons  independent  of 
record  keeping? 


Yes 


No 


Ve  r  i  f  i  e  d 

By     Date 
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INTERNAL  CONTROL  QUESTIONNAIRE 
SECTION  5  -  NOTES  RECEIVABLE  AND  INVESTMENTS  (Continued) 


EOHS/OAA 


Yes 


No 


Verified 

By     Date 


Are  securities  examined  by  responsible 
officials  periodically  and  reconciled 
with  the  controlling  account? 


Is  a  record  kept  of  each  security, 
including  certificate  numbers? 


Are  purchases  and  sales  of  securities 
authorized  by: 

a.  A  responsible  official? 

b.  The  Board  of  Directors? 


Is  income  from  notes  and  investments 
accounted  for  periodically? 


Comment  on  alternate  control  procedures  used  by  the  client  or  special 
circumstances  pertaining  to  the  foregoing  questions,  which  may 
mitigate  an  apparent  lack  of  internal  control.  Comment  on  specific 
shortcomings. 
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INTERNAL  CONTROL  QUESTIONNAIRE 
SECTION  6  -  FIXED  ASSETS 


EOHS/OAA 


IDEAL  CONDITIONS: 


1. 

2. 
3. 
4. 

5. 


1. 


2. 
3. 


4. 


Detailed    subsidiary   records    of    fixed   assets  and  reserves  for 
depreciation  are  maintained. 

These  records  are  periodically  compared  with  fixed  assets  on  hand. 

All  capital  expenditures  are  authorized  by  responsible  officials. 

The   accounting  personnel   are   capable   of   distinguishing   between 
capital  expenditures  and  maintenance  and  repair  items. 


Retirements  are  under  satisfactory  accounting  control. 

Yes 


Verified 
No      By     Date 


Does  the  vendor  maintain 
detailed  subsidiary  records 
of  fixed  assets? 

Are  capital  expenditures  authorized 
by  responsible  officials? 

Are  the  accounting  personnel  capable 
of  distinguishing  between  capital 
expenditures  and  maintenance  and 
repair  items? 

Is  accounting  control  maintained  on 
retirements  and  sales? 


5.   Comments: 
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INTERNAL  CONTROL  QUESTIONNAIRE 
SECTION  7  -  PURCHASES  AND  ACCOUNTS  PAYABLE 


EOHS/OAA 


1.  Pre-numbered  purchase  orders  are  used  for  all  purchases. 

2.  The  responsibility  for  receiving  incoming  merchandise   is   established 
with  one  individual. 

3.  Pre-numbered   receiving   tickets    are   prepared    for  all  incoming 
merchandise. 

4.  A   numerical    file    of   receiving  tickets  (or  comparable  record)  is 
maintained. 


5. 

6. 

7. 


Persons  responsible  for  purchasing  and   receiving  merchandise   do  not 
approve  invoices  for  payment  or  handle  disbursements. 

Invoice  prices,  extentions,  additions  and  freight  charges  are  checked. 

Invoices  are  compared  with  purchase  orders  and  receiving  tickets  prior 
to  payment. 

8.   An  approved  list  of  vendors  is  maintained. 

Distributions    to   purchase  and  expense  accounts  are  established  by 
responsible  employees. 

A  voucher   or   purchase   register  and  an  accounts  payable  subsidiary 
ledger  are  maintained. 

Suppliers'   monthly   statements   are  regularly  compared  with  recorded 
liabilities. 


Yes 


No 


Verified 

By     Date 


1.  Is  the  responsibility  for  purchasing 
established  with  one  individual? 

a.   Is  this  person  independent  of 

receiving  and  disbursing  functions? 

2.  Are  purchases  made  for  direct  ship- 
ment to  sites? 

a.   If  so,  are  reference  to  sales 
invoices  shown  on  purchases 
invoices? 

3.  Are  purchases  made  on  behalf  of  employees 
properly  controlled?   How? 

4.  Are  all  purchases  made  with  pre-numbered 
purchase  orders? 
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INTERNAL  CONTROL  QUESTIONNAIRE 
SECTION  7  -  PURCHASES  AND  ACCOUNTS  PAYABLE  (Continued) 


EOHS/OAA 


Yes 


Verified 
No      By 


Date 


5.  Is  the  responsibility  for  receiving 
incoming  merchandise  established  with 
one  individual? 

a.   Is  this  person  independent  of 
purchasing  and  disbursing? 

6.  Is  the  receiving  department  informed  in 
advance  as  to  expected  quantities? 

7.  Are  pre-numbered  receiving  tickets  used 
for  all  incoming  merchandise? 

8.  Is  the  receiving  report  and  purchase  order 
an  essential  part  of  each  voucher? 

9.  Is  a  numerical  file  or  a  similar  record 
of  receiving  tickets  maintained? 

10.  Are  invoice  prices,  extensions  and 
additions  checked? 

11.  Are  freight  charges  checked? 

12.  Is  the  vendor  taking  advantage  of  all 
available  discounts? 

13.  Does  a  responsible  employee  establish 
the  distribution  of  purchase  and  expense 
items? 

14.  Is  a  voucher  or  purchase  register 
maintained? 

15.  Are  purchase  invoices  recorded  for  control 
by  the  voucher  or  accounts  payable  depart- 
ment when  received  and  before  being 
distributed  for  approvals? 

16.  Is  an  accounts  payable  subsidiary  ledger 
maintained? 

17.  Is  the  accounts  payable  subsidiary  ledger 
balanced  with  the  general  ledger  controlling 
account  regularly? 

18.  Are  suppliers'  monthly  statements  compared 
with  recorded  liabilities  regularly? 

19.  Are  receiving  reports  signed  at  point 
received? 
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INTERNAL  CONTROL  QUESTIONNAIRE 
SECTION  7  -  PURCHASES  AND  ACCOUNTS  PAYABLE  (Continued) 


EOHS/OAA 


Verified 
Yes    No      By     Date 


20.   Are  returned  purchases  accounted  for? 


21.   Are  shortages  and  damaged  material 
handled  in  a  set  routine? 


22 


Comment  on  alternate  control  procedures  used  by  the  client  or  special 
circumstances  pertaining  to  the  foregoing  questions,  which  may 
mitigate  an  apparent  lack  of  internal  control.  Comment  on  specific 
shortcomings. 
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INTERNAL  CONTROL  QUESTIONNAIRE 
SECTION  8  -  PAYROLL 


EOHS/OAA 


IDEAL  CONDITIONS: 


1. 

2. 
3. 

4. 


1. 


2. 


3. 

4. 

5. 
6. 

7. 


8. 


Written  authorizations  are  on  file  for  all  employees  appearing  on 
payroll  and  for  all  salary  and  wage  rate  changes. 

Mechanical  time  clocks  are  used  for  hourly  employees. 

All  salary  and  wage  payments  are  made  by  checks  signed  and  distributed 
by  persons  other  than  the  ones  preparing  the  payroll. 

All  payroll  computations  are  independently  checked  and  the  payroll 
bank  account  is  reconciled  by  someone  other  than  the  person  preparing 
the  payroll  or  signing  payroll. 


Is  there  an  established  wage  policy  in 
writing? 

a.   Are  the  provisions  constantly 

checked  against  payroll  practices? 

Are  written  authorizations  for  new 
employees  and  changes  in  salary  or 
wage  rates  on  file? 

Is  the  time  of  hourly  employees  appearing 
on  payrolls  supported  by  approved  time 
cards? 

Is  the  function  of  time-keeping  separate 
and  distinct  from  other  phases  of  payroll 
procedure? 

Are  salaries  and  wages  paid  by  checks? 

Are  payroll  disbursements  made  from  a 
special  bank  account  restricted  to 
that  purpose? 

Are  payroll  checks  signed  by  employees 
who  do  not  participate  in: 

a.  Preparation  of  the  payroll? 

b.  Handling  of  cash  funds? 

c.  Maintenance  of  accounting  records? 

Are  payroll  computations  independently 
checked? 


Yes 


No 


Ve  r  i  f  i  e  d 

By     Date 
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J» 


INTERNAL  CONTROL  QUESTIONNAIRE 
SECTION  8  -  PAYROLL  (Continued) 


EOHS/OAA 


Is  the  payroll  bank  account  reconciled 
monthly  by  a  person  other  than  the  ones 
preparing  the  payroll,  signing  payroll 
checks,  and  distributing  payroll  checks? 

a.   Does  this  person  examine  paid  checks 
for  dates,  payees,  cancellations  and 
endorsements,  and  account  for 
numerical  sequence? 


Yes 


No 


Verified 

By 


Date 


10.   If  the  payroll  is  paid  in  cash: 

a.  Is  the  person  distributing  the  cash 
someone  other  than  the  person  preparing 
the  payroll? 

b.  Are  signed  receipts  obtained  from 
employees? 

c.  Are  unclaimed  wages  adequately 
controlled? 


11.  Comment  on  alternate  control  procedures  used  by  the  client  or  special 
circumstances  pertaining  to  the  foregoing  questions,  which  may 
mitigate  an  apparent  lack  of  internal  control.  Comment  on  specific 
shortcomings. 
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INTERNAL  CONTROL  QUESTIONNAIRE 
SECTION  9  -  FINANCIAL  STATEMENTS 


EOHS/OAA 


IDEAL  CONDITIONS: 

1.  A  standardized  chart  of  accounts  is  used  for  categorizing  all 
transactions. 

2.  Timely,  periodic  financial  statements  are  prepared  for  management  use. 

3.  An   annual   financial   audit  is  performed  by  an  independent  accounting 
firm. 

4.  Distinct   programs   are  accounted  for  separately  in  the  the  accounting 
records. 


5. 


1. 


Rate   setting   reports   are   submitted 
activities  managed  by  the  agency. 


each   year   and   reflect   all 


Verified 
Yes    No      By     Date 


Does  the  agency  have  a  standardized 
chart  of  accounts? 


2.   Are  transactions  properly  classified  into 
applicable  accounts? 


3.   Are  financial  statements  compiled  on  a 
regular  basis  for  management  review? 


4.   Are  financial  statements  compiled  to 
account  for  each  program  separately? 


5. 
6. 
7. 


Are  individual  contracts  monitored 
separately  in  the  financial  records? 

Does  their  Rate  Setting  Report  reflect 
all  activities  managed  by  the  agency? 


Comment  on  alternate  control  procedures  used  by  the  client  or  special 
circumstances  pertaining  to  the  foregoing  questions,  which  may 
mitigate  an  apparent  lack  of  internal  control.  Comment  on  specific 
shortcomings. 
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INTERNAL  CONTROL  QUESTIONNAIRE 
SECTION  10  -  CONFLICT  OF  INTEREST 


EOHS/OAA 


IDEAL  CONDITIONS: 


1. 


2. 


3. 


1. 


2. 


3. 


4. 


The  Local  Funding  Agency  Office  does  not  participate  in  the 
internal  control  decision  making  process  of  the  agency,  but  rather 
functions  as  an  outside  monitoring  agency. 

No  employee  or  Board  member  receives  any  direct  or  indirect  financial 
benefit  from  contracts,  leases,  agreements,  etc.  with  the  vendor. 

No  vendor  employee  was  formerly  an  employee  of  a  state  agency  with 
whom  the  vendor  contracts  and  is  therefore  able  to  exercise  unfair 
influence  in  the  contracting  process. 


Yes 


Verified 
No      By 


Date 


Are  policies  and  decisions  made  within 

the  organization  free  from  direct  influence 

by  the  Local  Funding  Agency  Office? 

Are  all  contracts  negotiated  at  arms  length? 
(i.e.  through  the  normal  contracting 
procedures  of  submission  of  a  proposal  and 
open  bidding) 

Are  all  leases,  subcontracts,  etc.  negotiated 
on  an  open  bid  basis  and  entered  into  with 
consideration  for  economy  and  quality  of 
service  free  from  any  bias  which  would 
benefit  vendor  employees,  directors 
or  related  parties? 

Are  any  vendor  employees  former  employees 
of  an  agency  from  which  the  vendor  receives 
its  funding? 


Name 


Agency 


Former 
Position 


Date  Of 
Termination 
Of  Employee 
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INTERNAL  CONTROL  QUESTIONNAIRE 
SECTION  10  -  CONFLICT  OF  INTEREST  (Continued) 


EOHS/OAA 


5. 


Comment  on  alternate  control  procedures  used  by  the  client  or  special 
circumstances  pertaining  to  the  foregoing  questions,  which  may 
mitigate  an  apparent  lack  of  internal  control.  Comment  on  specific 
shortcomings. 
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BOHS/OAA 


II.  AUDIT  SURVEY: 

1.  Filing  of  Government  Reports 

The  following  are  certain  reports  and  forms  required  to  be  filed  with 

governmental  agencies  by  non-profit  corporations.  Note  during  all  audits 

whether  applicable  reports  and  forms  have  been  filed  and  all  fees  and 
taxes  have  been  paid. 


Where 


Form  # 
And  Name 

To 
File 

When 
To  File 

Description  Or 
Significance 

Filed  ? 

(Y/N/NA) 

Filing 
Date 

Auditor's 
Initials 

1023 
Application 

for 
Recognition 
Exemption 

IRS 

Beginning 

Non-profit  organi- 
zation recognition 
is  achieved  through 
this  application. 
The  form  tells  what 
kind  of  organization 
it  is. 

IRS  Ruling 
Letter    N/A 


If  approved  for  non- 
N/A    profit,  it  is  received 
from  IRS.  It  shows 
whether  exempt  from 
Federal  unemployment 
tax  or  not. 


Form  990     IRS    Annual   This  is  the  official 

financial  report  of 
exempt  organizations. 
It  shows  financial 
position,  results  of 
operations,  sources 
of  and  kinds  of 
financial  support 
received,  fund  raising 
activities.  On  its 
Schedule  A,  the 
sources  of  income  for 
immediate  four  (4) 
years,  highest  paid 
five  (5)  Officers/ 
Directors,  and 
Consultants. 
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BOHS/OAA 


II.  AUDIT  SURVEY  (CONTINUED): 


Form  # 
And  Name 

Form  PC 


Where 

To    When 
File   To  File 


Attn. 
General 


Annual 


Filed  ? 

(Y/N/NA) 


Description  Or 
Significance 

Similar  to  Form  990. 
Audit  report  is 
required  to  be  attached 
if  audited  revenue 
exceeds  $100,000.  If  Form 
990  PF  is  filed  with 
IRS,  a  copy  is  to  be 
attached. 


Filing  Auditor's 
Date    Initials 


Annual 

Sec.  of 

Exact  name,  annual 

Report 

State   Annual 

meeting  date,  majority 
of  board  of  directors 
are  shown  an  this 
form. 

RSC-600    Mass 
RSC-500    Rate 

or      Setting 
MHC-1  Commission 


Annual 


Form  1096 


IRS 


Annual 


Form  1099 


IRS 


Annual 


Important  financial 
information  of  past 
operating  costs  to 
determine  reimburse- 
ment per  unit  of  service 
is  justified  or  not.  


Shows  how  many  Form 
1099s  were  issued  for 
the  calendar  year.  This 
is  very  important 
information  because  it 
enables  auditor  to 
account  100%  of  Form 
1099s  issued. 


The  compensation,  name, 
social  security  number 
and  address  of  non- employee, 
for  consultant  type 
service  compensation 
over  $600  are 
required  to  be  reported 
to  IRS  for  the  calendar 
year .  
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BOHS/OAA 


II.  AUDIT  SURVEY  (CONTINUED); 


Form  # 
And  Name 

Form  941 


Where 

To    When 
File   To  File 


Description  Or 
Significance 


Filed  ? 

(Y/N/NA) 


Filing  Auditor's 
Date    Initial 


IRS 


Quarterly  Non-profit 

organizations  must  pay 

FICA  taxes  as  of 

January  1,  1984. 

Form  941  summarizes  FICA 

and  federal  withholding 

taxes  by  calendar 

quarter. 


WR-1 


Mass. 

Dept.  of 

Revenue 


Quarterly 


This  form  is  vital  to 
determine  adequacy  of 
fringe  charges  to 
government  funding 
sources . 

This  form  provides  listing 
of  personnel  by  name  and  SS# 
during  each  quarter.  While 
Forms  941  give  payroll 
figures  in  total  dollar  amounts, 
this  form  provides  detailed 
breakdown.  When  reviewed 
in  connection  with  941  or 
941E,  it  provides  additional 
support  for  auditor's 
conclusion  an  payroll 
examination. 


Form 
0001 


DES 


Quarterly  Unemployment  tax  form. 

It  shows  total  taxable  wages 
for  the  quarter  and  exempt 
wages  from  such  tax.  


The  above  employment  related 
tax  forms  are  vital  to 
determine  tax  delinquency 
status  which  ties  to 
financial  instability. 


Secretary 

Sec. 

of 

Annual 

Enables  a  corporation 

Of  State 

State 

from  outside  of  the 

Foreign 

Commonwealth  to 

Corp. 

operate  within  the 

Certificate 

Commonwealth  under 
jurisdiction  of  the 
Commonwealth  laws. 
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EOHS/OAA 


II.   AUDIT  SURVEY  (CONTINUED): 

2.   Review  of  Financial  Records: 


Yes   No 


Work 
Paper 
Reference 

Number 


Auditor ' s 
Initial s 


Document  the  general  ledger 
record  keeping  system  of  the 
vendor. 

Obtain  a  copy  of  the 
corporation's  audited  financial 
statements  for  the  period  under 
audit. 

Is  the  corporation  financially 
viable? 

Is  there  a  positive  fund 
balance  or  a  deficit?   How  do 
current  assets  compare  with 
current  liabilities? 

Are  expenditures  accounted  for 
in  the  financial  records 
separated  out  by  contract 
and/or  program? 

Are  expenditures  under  adequate 
budgetary  control? 

Are  informative  financial 
statements  issued  on  a  monthly 
basis  for  use  by  management? 

Does  the  vendor  reconcile  bank 
accounts  regularly? 

Are  federal  monies  segregated 
from  other  monies  in  a  federally 
insured  bank  account? 

Review  petty  cash  procedures. 
Is  an  imprest  petty  cash  system 
in  use? 

Compare  contract  invoices  to 
books  of  account.   Do  they  agree? 
Obtain  explanations  for  all 
variances. 

Obtain  listing  of  bank  accounts 
and  their  numbers. 
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EOHS/OAA 


II.   AUDIT  SURVEY  (CONTINUED): 
3.   Rental  of  Premises: 


Yes   No 


Work 
Paper 
Reference 
Number 


Auditor ' s 
Initials 


Does  the  vendor  occupy  any 
premises  provided  rent  free  by 
the  State?   If  so,  there  must 
be  a  written  agreement  with  the 
State. 


Is  the  vendor  renting  program 
space  from  a  real  estate  holding 
company? 


Does  the  rent  appear  to  be 
reasonable  in  accordance  with 
the  prevailing  fair  market 
value  for  the  area? 


Does  the  vendor  pay  rent  for 
program  space  to  a  related 
party  as  defined  by  the  Rate 
Setting  Commission?   (See 
Exhibit  A) 


Do  valid  lease/rental  agreements 
exist  for  all  properties 
occupied? 


Examine  lease  agreements  to 
assure  yourself  that  the  owners 
of  the  property  are  not  related 
to  the  vendor.   If  they  are,  be 
sure  to  verify  the  reasonableness 
of  the  rent  expenses. 


Obtain  a  listing  of  holding 
companies,  if  any. 
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EOHS/OAA 


II.   AUDIT  SURVEY  (CONTINUED) 


4.   Payroll: 


Yes   No 


Work 
Paper 
Reference 
Number 


Auditor ' s 
Initials 


Document  the  payroll  system  of 
the  vendor  agency. 

Verify  the  distribution  of  salary 
amounts  among  various  contracts 
to  assure  yourself  that  salaries 
are  not  being  invoiced  under  more 
than  one  contract. 

Perform  an  overall  payroll  proof 
for  the  contract  year,  tying  into 
payroll  tax  reports  and  the  general 
ledger. 

Are  time  and  attendance  records 
maintained?   For  unit  service 
contracts  can  these  records  be 
tied  back  into  billable  service 
units? 


On  a  test  basis  verify  that  all 
positions  are  being  filled  in 
accordance  with  the  contract 
budget,  especially  in  unit-of- 
service  contracts.   Note 
positions  that  are  vacant  for 
extended  periods  of  time  and 
discuss  these  vacancies  with  the 
vendor. 

Do  employees'  qualifications 
meet  the  specifications  set 
forth  in  the  contract? 
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EOHS/OAA 


II.   AUDIT  SURVEY  (CONTINUED): 
5.   Fringe  Benefits: 


Yes   No 


Work 
Paper 
Reference 
Number 


Auditor ' s 
Initials 


Obtain  a  list  of  fringe  benefits 
offered  by  the  agency. 


Are  all  employees  equally  eligible 
for  the  fringe  benefits  offered? 


Has  the  vendor  made  proper 
withholding  and  payment  of 
applicable  federal,  state 
and  local  taxes? 


Do  fringe  benefits  agree  in 
amount  and  type  to  the  contract 
budgets? 
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II.   AUDIT  SURVEY  (CONTINUED): 

6.   General  and  Administrative  Expenses: 


EOHS/OAA 


Yes   No 


Work 
Paper 
Reference 

Number 


Audi  tor ■ s 
Initials 


Compare  budgeted  general  and 
administrative  expenses  with 
actual  general  and 
administrative  expenses. 


How  are  general  and  administrative 
expenses  allocated  by  the  vendor 
among  its  various  contracts? 


Does  the  vendor  receive  a 
significant  amount  of  general 
and  administrative  overhead 
income  through  its  contracts 
in  light  of  its  actual 
expenditures? 


Are  expenditures  charged 
to  general  and  administrative 
expense  reasonable  (i.e., 
executive  salary  levels, 
travel  expenses,  etc.)? 


7.   Travel: 


-  Are  travel  vouchers  available 
to  substantiate  all  travel 
expenses? 


-  Do  any  travel  expenses  appear 
to  be  questionable  or  excessive 
in  light  of  the  contract 
services? 


Did  the  vendor  receive 
prior  approval  from  the 
state  funding  agency  to 
travel  outside  of  the 
Commonwealth? 
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EOHS/OAA 


II.   AUDIT  SURVEY  (CONTINUED); 
8.   Equipment: 


Yes   No 


Work 
Paper 
Reference 
Number 


Audi  tor ' s 
Initials 


-  Are  detailed  equipment 
records  maintained?   Is 
equipment  purchased 
through  state  contracts 
segregated  on  a  separate 
inventory  list? 


-  Trace  equipment  purchases 
for  the  audit  period  to 
back  up  documentation. 


10 


Insurance  Coverage: 

-  Review  all  insurance  policies 
to  determine  whether  the 
vendor's  coverage  on  the 
programs,  premises  and 
vehicles  was  adequate  for 
the  period  under  audit. 


Consultants: 


-  Obtain  the 
vendor  for  the 
years  included 
audit. 


1099's  from  the 


calendar 
in  the 


-  On  a  test  basis  trace 
consultant  payments  to 
supporting  documentation. 

11.   Quality  Assurance: 

Inquire  as  to  whether  any  recent 
state  agency  Quality  Assurance 
or  Licensing  Reviews  have  been 
performed.   Request  copies  of 
the  most  recent  Quality 
Assurance  and/or  Licensing 
Reviews  and  determine  whether 
recommendations  have  been 
followed  up  on  and  exceptions 
corrected. 
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EOHS/OAA 


II.   AUDIT  SURVEY  (CONTINUED); 
12.   Billing: 


Yes   No 


Work 
Paper 
Reference 
Number 


Auditor ■ s 
Initials 


-  Document  the  vendor's 
billing  system. 

-  Assure  yourself  that  amounts 
invoiced  under  one  contract  are 
not  simultaneously  being  invoiced 
through  another  contract,  either 
cost  reimbursement  or  unit 
service. 

For  unit  service  contracts: 

-  Verify  that  group  consultations 
are  properly  invoiced  per  terms 
of  the  contract. 

-  Recalculate  the  unit  rate 
given  actual  costs  and  actual 
services  rendered;  does  this 
calculation  indicate  any 
significant  under  or  over 
billing? 


Inquire  whether  any  units 
of  service  were  eligible  to  be 
billed  to  medicaid.  If  they 
were,  assure  yourself  that 
units  billed  through 
medicaid  were  not 
simultaneously  billed 
through  the  state 
contract. 

Were  student  trainees 
generating  units  of  service 
billed  through  the  state 
contract  and/or  medicaid? 

Are  these  students  services 
eligible  for  billing?   Are 
these  students  paid  employees 
of  the  vendor  and  part  of  the 
contract  budget  and  therefore 
billable  through  the  unit 
service  contract?   Take  this 
into  consideration  when 
recalculating  the  units 
of  service  and  unit  rate. 
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II.   AUDIT  SURVEY  (CONTINUED) 


13.   Purchasing: 


Yes   No 


Work 
Paper 
Reference 
Number 


Auditor ' s 
Initial s 


Document  the  vendor's 
purchasing  system. 

Are  all  purchases  approved 
through  the  vendor's 
central  accounting  office? 

Are  invoices  matched  against 
delivery  receipts  and  purchase 
orders  prior  to  approval  for 
payment? 

Are  purchases  primarily  paid 
for  by  check  as  opposed  to 
cash? 

Are  invoices  coded  and  cancelled 
upon  payment  in  order  to  provide 
adequate  documentation  for  the 
allocation  of  expenditures  and  a 
safeguard  against  double  payment 
of  invoices? 
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II.   AUDIT  SURVEY  (CONTINUED): 
14.   Program  Sites: 


EOHS/OAA 


Yes   No 


Work 
Paper 
Reference 
Number 


Auditor ' s 
Initials 


Make  visits  to  program  sites  noting 

number  of  clients  at  the  site 

type  of  activity  at  the  time 
of  visit 

appearance  of  clients 

number  of  staff 

appearance  of  the  premises 

Are  regular  full  time  staff  used 
to  run  the  program  or  is  wide  use 
made  of  consultants  or  part  time 
persons? 


-  Is  the  client/staff  ratio 
adequate? 


Are  there  waiting  lists  for 
admissions  to  the  programs? 


-  Are  there  chronic  vacancies? 


Compare  actual  service  levels  to 
service  levels  budgeted  in  the 
contract. 


Was  the  service  level  attained 
provided  by  the  staffing  pattern 
outlined  in  the  contract  budget? 
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EOHS/OAA 


II.   AUDIT  SURVEY  (CONTINUED): 
15.   Client  Records: 


Yes   No 


Work 
Paper 
Reference 
Number 


Auditor ' s 
Initial s 


Does  each  client  have  a 
file  containing: 

personal  data 

regular  evaluations 

treatment  records 

payment  information  (i.e. 
private  insurance,  blue 
cross;  medicaid;  medicare, 
SSI) 

rental  agreements  (if  the 
client  lives  in  a  residence 
run  by  the  vendor  and  pays 
rent) 

a  certificate  of  need 

Do  clients  have  their  own 
personal  checking  accounts? 

How  are  these  accounts 
maintained? 

Does  a  responsible  person  insure 
that  no  misuse  of  client  funds 
occurs? 

Do  clients  pay  rent  and/or  board 
to  the  vendor? 

If  they  do,  has  a  present 
formula  been  used  to  determine 
what  level  of  rent  the  client 
pays? 

Is  the  payment  of  rent  provided 
for  in  the  program  contract  which 
this  client  is  participating  in? 

Are  any  other  fees  being 
charged  to  the  client? 

Are  such  fees  allowable  under 
state  regulations? 
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II.   AUDIT  SURVEY  (CONTINUED): 

15.   Client  Records  (Continued) 


Yes   No 


Work 
Paper 
Reference 
Number 


Auditor ' s 
Initial s 


Does  the  client  perform  work 
tasks  for  which  he/she  is 
compensated? 


Is  there  proper  back-up 
documentation  of  services 
performed  and  compensation 
earned?   Can  service  records 
be  traced  through  to  subsequent 
calculation  of  compensation  and 
payments  to  the  clients? 


Do  client  records  provide  back- 
up support  for  services  billed 
through  state  contracts? 
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EOHS/OAA 

II. 

AUDIT  SURVEY  (CONTINUED): 
16.   Rate  Setting  Cost  Report: 

Yes 

No 

Work 
Paper 
Reference 

Number 

Auditor ■ s 
Initials 

Do  the  vendor's  audited 
financial  statements  and 
Rate  Setting  Cost  Report 
reflect  the  same  financial 
position,  results  of 
operations,  changes  in  fund 
balance  and  related  party 
transactions? 


If  they 

are  the 

and  what  are  the  reasons 

for  these  variances? 


do  not  agree,  what 
major  variances 


Is  the  vendor's  Form  990, 
filed  with  the  IRS,  in 
agreement  with  the  above 
two  documents? 


If  it  does  not  agree,  what 
are  the  major  variances? 


If  there  are  variances  in 
the  above  reports  obtain  and 
attach  copies  of  the  respective 
reports . 
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III.   PRELIMINARY  EXIT  CONFERENCE: 


EOHS/OAA 


(Applies  only  to  cases  where  no  further  audit  work  is  anticipated). 


Prior  to  the  exit  conference,  copies  of  the  preliminary  audit  report  should 
be  given  to  the  Executive  Director  of  the  vendor  agency.  All  findings 
should  be  discussed  at  the  exit  conference.  The  vendor  should  be  informed 
of  the  procedures  for  the  issuance  of  the  preliminary  and  final  reports  and 
of  their  right  of  response.  The  exit  conference  should  be  summarized  and 
included  in  the  workpapers. 


Persons  attending  exit  conference: 


Date  of  conference: 


Workpaper  reference  number 
Auditor's  signature:  


EOHS/OAA 


Related  Party 
As  Defined  by  Rate  Setting  Regulations 

Exhibit  A 


Related  Party.   A  person  or  organization  whi 
affiliated  with   or   has   control   of   or 
Operating  Agency  or  is  related  to  the   Opera 
director,   stockholder,   trustee,  partner  or 
Operating  Agency  by  common  ownership  or  cont 
specified   in  Section  267(b)  and  (c)  of  the 
of  1954,  as  amended,  provided,  however,  that 
the  operative  factor  as  set  out  in  Sections 
provided  further  that  the  definition  of  "Fam 
Section  267(c)(4)  of  said  code  shall  include 
114.5  CMR  3.00,  and  114.4  CM   9.00 


ch  is  a 
is  cont 
ting  Ag 

adminis 
rol  or 
Internal 

ten  per 
267(b)(2 
ily  memb 
.  for  th 


ssociated  or 
rolled  by  the 
ency  or  any 
trator  of  the 
in  a  manner 
Revenue  Code 
cent  shall  be 
)  and  (3)  and 
ers"  found  in 
e  purpose   of 


(a) 
(b) 
(c) 
(d) 
(e) 


(f) 


husband  and  wife; 

natural  parent,  child  and  sibling; 

adopted  child  and  adopted  parent; 

step-parent  and  stepchild; 

father-in-law,  mother-in-law,  sister-in 

-law,  brother-in-law,  daughter-in-law; 
and  son-in-law;  and 

grandparent  and  grandchild. 


